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DAVENPORT'S ECONOMICS 1 

PROFESSOR DAVENPORT'S latest book marks the culmination 
of his well-known doctrinal tendencies. One is tempted to say 
that economic study can go no farther toward complete individ- 
ualism. Readers of his earlier works will find much that is familiar, 
combined with much new material, the whole organized into a most val- 
uable body of economic theory. It is inevitable that much space should 
be devoted to establishing fundamental concepts and definitions and to 
defending them, but one could wish a more ample opportunity to see 
these concepts at work and so to judge them by their fruits. From 
what has been said it may be inferred that the book is more suited to 
advanced students than to beginners. The author chooses to reiterate 
difficult bits of analysis, and to rouse and slay repeatedly the demon 
of circular reasoning. Nevertheless, his trenchant style enlivens the 
work wherever the nature of the argument affords an opening. 

Although Professor Davenport's place as an individualist in economic 
thought may not be denied, yet one cannot read this latest book without 
wondering if here is not a miscarriage of justice. For surely he is in 
some ways the most socially-minded of economists, and his individualism 
must all be interpreted in the same spirit as his dictum that robbery is 
productive. He is so socially minded that when he analyzes the effects 
of one man's profit- making on the rest of mankind, the whole process 
seems unconscious, a thing taken for granted and not realized as a bit 
of economic reasoning at all. To him a mere description of our 
economic system seems enough to guarantee the verdicts of searchers 
for the common good. His individualistic categories are a means to 
this end, and the end is social. 

It is, then, for some one to construct an economic science adapted not only 
to the requirements of the facts, but to the needs of their amelioration. . . . 
If the program of social progress does not harmonize with the existing social 
science, something is the matter with one or with both. It is in the convic- 
tion that the fault is with the economics that this book has been written. 
Its aim has been to furnish to progressive social workers that ultimate basis 
in economic theory which is theirs by right of truth, [page 528! 

Professor Davenport is convinced that current economics is guilty of 

'The Economics of Enterprise. By Herbert J. Davenport. New York, The 
Macmillan Company, 1914. — xvi, 544 pp. 

315 



316 POLITICAL SCIENCE QUARTERLY [Vol. XXIX 

jumping to ethical conclusions which the facts do not warrant, and of 
using the mystic concept of society-as-a-whole to cloak injustice and 
inequality between different members and classes of members in that 
organism. In reaction from this error, he holds that the business of 
economic science, as such, is to describe the facts, not judge them, 
and that the facts are individualistic , with the self-centered entrepreneur 
holding the key to the situation. Any introduction of the social point 
of view seems to lie under suspicion ; and we are told to reform our 
fundamental terms, " production " and " capital " and all that springs 
from them, so as to include everything that yields any one an income. 
We must not as scientists assume to make ethical distinctions between 
different ways of gathering in the proceeds. 

But has not Professor Davenport fallen upon the other horn of the 
dilemma? The reader feels like a physiological chemist who is told to 
study poisons carefully [page 519] , but to make no chemical classifica- 
tion of substances into poisons and foods. If " the zoologist who 
could not see a snake would be twin brother to the economist who can 
find capital only when there is social productivity," \_ibid.~\ how much 
will it improve his zoology to see snakes without distinguishing them 
from rabbits, or rather, to hold that the distinction between snakes and 
rabbits is purely an ethical distinction, with which he, qua zoologist, 
must have nothing to do? 

In earlier books the author has insisted on the distinction between 
the social and private conceptions of production, capital etc. , and pro- 
tested against applying the conclusions of the one to the problems of 
the other. The present book appears to limit the pure science of eco- 
nomics to the private categories alone (pages 29, 30, 126-128). In 
an earlier book the practical problems of reform were studied as the 
" art " of economics. The present work gives the impression of blend- 
ing the " art " of economics with ethical criticism and the social-eco- 
nomic analysis with both, and banishing all three from the strictly 
bounded realm of pure economic science. " Parasitism is not a com- 
petitive category but an ethical appraisal." ' And yet ten pages farther 
on is the heading: "Aggregate of incomes equals aggregate of pro- 
ducts " — a statement which can be true only if parasitic gains are ex- 
cluded. And again: (page 528) "The facts which are, and the facts 
which are to be, are equally in need of economic categories to fit 
them." The reader may be pardoned for being somewhat in doubt 

1 P. 127. Possibly this is not a fair statement of the author's position. He is far 
from ignoring the social analysis; but he does not claim to limit himself rigidly to 
pure science as he has defined it. (p. 30.) 
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just how seriously he shall take the sweeping declarations of the second 
and third chapters, and he may question whether it follows even in 
the author's mind that, because the directing forces of modern eco- 
nomic life are prevailingly individualistic, therefore economic science 
must be exclusively so. What would such a science do if the competi- 
tive system should gradually — very gradually — give way till it was no 
longer dominant? 

Many economists would agree that " social marginal utility," when 
used to explain market price, is a ghastly libel on the necessities of the 
poor, 1 that " productivity " is no synonym for merit or social import- 
ance, and that large earnings are regularly gotten from activities that 
are socially unproductive. But does this lead inevitably to the Daven- 
port terminology? 

Science must not merely describe ; it must understand and explain. 
And no individualist study is complete which stops short of all the causes 
and all the effects, individual and social, of the things individuals do 
to make a living. Nor, indeed, is any social explanation complete 
which ignores individual conflicts or individual wrongs. There need be 
no great conflict between the two methods of approach, for they must 
meet somewhere if only both are carried far enough. And if Smith, an 
economist, is robbed by Jones, surely Smith is competent, as a scientist, 
to report that he lost what Jones gained and that Jones added nothing 
to the gratifications of humanity at large in the process of " producing" 
Smith's purse from Smith's pocket. So far, he is merely describing 
facts. But if he goes farther and makes this principle the basis of a 
general distinction between two kinds of income, is he not still acting 
as a scientist? The reviewer is unable to believe that the distinction 
between "predatory" and "socially productive" which Professor 
Davenport himself uses, and which underlies his very insistence on the 
(competitive) productiveness of burglary, is not a scientific distinction. 

But a more interesting query is whether the limits which the author 
proposes for the science of economics may not prevent it from furnish- 
ing the best working basis for social progress. In his analysis, with the 
entrepreneur as the central figure, the weariness of labor is no part of 
the cost of production save as wages measure it ; the blood of injured 
laborers is no cost if the employer can avoid paying for it ; and the risks 
of the business are the risks of money-loss borne by the entrepreneur 

1 Cf. Professor C. E. Persons' article *' Marginal Utility and Marginal Disutility, as 
Ultimate Standards of Value." Quarterly Journal of Economics, vol. xxvii; p. 
547 't sea. 
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(pages 67, 79). But the whole trend of reform is based on the reali- 
zation that the laborers risk as much more than the employer as life is 
more than property ; it strives to seek out and fasten upon the em- 
ployer the gravest of those human costs of production which he could 
avoid paying for, if competition between employers were the only 
safeguard. 

Reform has its own humanitarian scheme of values, independent of 
the measure of the market, and the more definitely this scheme is for- 
mulated, the easier it will be to avoid hysteria, and to attack worst evils 
first. But if the description of fact which the economist furnishes 
accepts the market measure as the only one it can recognize, treats of 
prices in terms of other prices and of robbery in terms of other robbery, 
it would seem to give the reformer no handle to take hold of. In such 
case, reform must disregard the system and thought of the economist, 
not build upon it. 

For if economics is to explain as well as describe, it cannot explain 
the market in terms of the market alone. Even Professor Davenport 
does not so limit himself. For instance, he discusses the question 
whether the productivity of capital has any effect upon interest, adopt- 
ing for the moment the conventional use of the term , although by his 
own previous definition of production, interest is the productivity of 
capital — to the lender (page 368). And productivity to the user is 
treated at the critical point of the study, in terms which indicate that it 
involves an increase in the sum-total of human gratifications,' not fraud, 
burglary, nor the sinking of shiploads of spices. And if this be art or 
ethics, not science, then the most constructive parts of the author's 
work are thus tainted — and necessarily so. 

The reviewer hardly knows whether to hope that he has, or has not, 
done injustice to Professor Davenport, in the above criticism. The 
chief excuse for paying so much attention to a matter of terminology is 
that the author himself insists upon it so strenuously. 

Professor Davenport's indictment of the productivity economics con- 
tains four main charges. First, it is maintained that there is no "spe- 
cific product ' ' which an employer or any one else could trace through 
the technical processes of modern production and assign to particular 
instruments. 2 

The productivity is never the separable and specific productivity of each 
[factor of production] but only the joint and inseparable productivity of all 

■Pp. 215-216. See also pp 371-377, 43 6 - 
'Pages 148, 149, 152-153. 156, 214, 452. 
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together ; . . . with several different factors co6perating together to a 
common end, it is not true that the maximum payment of any entrepreneur 
expresses the specific productive power attaching to the factor in question, 
but only the loss of productivity which would attend the withdrawal of the 
factor — a loss partly due to the reduced efficiency of the other factors. 

But this denies nothing that the productivity theory affirms, and affirms 
nothing which that theory would deny, with the possible exception of 
the words " due to." If the efficiency of other factors is lowered by 
taking one away, surely the loss is " due to" the absence of the absent, 
not to the continued presence of the present factors. Moreover, Pro- 
fessor Davenport seems at times to be thinking in terms of an equip- 
ment disorganized by the loss of one of the complementary running 
parts and allowed no time for readjustments ' — hardly an auspicious sit- 
uation for making the test of marginal productiveness. 

Secondly : the author concedes that the entrepreneur can tell if an in- 
strument is worth its hire to him, but claims that he passively accepts the 
rate of hire which the market makes for him (page 149). That is true 
— so far as the individual business man can see — but it is also the first 
case in which the author limits the economist's power of explaining 
things within the bounds of any one business man's observation. The 
same method of reasoning would invalidate diminishing utility as a con- 
trolling element in price, because an individual consumer accepts the 
market price as he finds it and merely decides how much, at that price , 
he is willing to buy. 

A third criticism of the productivity theory is that it ignores the 
earnings of men who prey, and of the tools of predatory trades (page 
519). True, the theory disregards the factors of crime, fraud and 
monopoly, and it may be tacitly assumes an " economic man " so wise 
that the salesmanship of empty glitter has no power over him. And 
the theorists may, some of them, have been somewhat careless in apply- 
ing the results of this highly rarefied hypothesis to the facts of a none 
too beautiful world. But while we thank Professor Davenport for his 
reminder, can we not best act on it by building a theory of parasites to 
supplement the existing theory of producers, rather than by relaying 
our foundations? 

And lastly, the productivity theory is said to teach that income is the 
measure of social deserving, and so to stand apologist for the wrongs ol 
the present order. Here again, if the doctrine has been so abused, let 
the offenders do penance. All that the hypothesis will justify is the 

' See especially page 147. Cf. " Value and Distribution," p. 471. 



320 POLITICAL SCIENCE QUARTERLY [Vol. XXIX 

claim that income would measure deserving under ideal competition 
(" fair," not wasteful or predatory), granted at all times a perfectly 
just distribution of property, education and opportunity. That does 
not tell us much about society as it is, but it does furnish something to 
build on in planning possible reforms. It is no necessary part of the 
productivity theory to hold that because the owner of capital tends 
under certain conditions to get what that capital produces, therefore 
the heir has an ethical right to his inheritance, and the present distri- 
bution of property is just. The questions are entirely separate. 

What's in a name ? Shall we amend the productivity theory with a 
statement that unproductive gains play their part in fixing wages and 
interest, and then offer to annex Professor Davenport? Or shall we 
call robbery productive , find some substitute term to carry the meaning 
we now give to " productive ", insist on our right as scientists to the 
distinction, and on that basis invite the productivity economists to let 
Professor Davenport annex them ? There is a waste of good material 
somewhere. 

Another characteristic doctrine of Professor Davenport's is that the 
cost of what we have is the opportunity we sacrificed to get it. What 
Brown might make in the shoe business is sacrificed if he makes hats. 
This idea has been severely criticised, the most fundamental objection 
being that such considerations may determine the direction of productive 
effort, but not the amount of it. 1 And if we think only of opportuni- 
ties for business profit, the statement contained in the objection is a 
true one, though even so the objection might not prove fatal. 2 But 
do not the opportunities of leisure limit the amount of work done? If 
fatigue were the only consideration, higher wages might easily lead to 
longer hours instead of shorter. High wages raise the opportunity-cost, 
not the pain-cost, of the last hour's work. And the higher a business 
man's appreciation of culture, or the opportunities of public service, 
the earlier is he likely to retire from commercial life. Even the fear 
of accident is not so much fear of pain as fear of losing one's normal 

•See L. H. Haney, "Opportunity-cost," American Economic Review, vol. ii, pp. 
590-600. While much that Professor Haney says is unexceptionable, one point 
invites disagreement. Is it reasonable to say, as Professor Haney does on page 596, 
that since opportunities are infinitely varied, therefore "opportunity-cost" ought to 
be infinite? An hour's work costs me the next best thing I might have done with the 
hour in question, not an hour's canoeing plus an hour's tennis plus an hour's light 
reading etc., etc. 

•As a form of the " comparaiive-cost " doctrine, this theory resists translation into 
dollars and cents, just as the corresponding law of international trade does, with 
logical pitfalls and barbed-wire entanglements. 
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powers to do and to enjoy. This principle seems to square with the 
general facts of life among energetic races of men, and even among 
others not so gifted. It is said that the only effect of raising the wages 
of a Mexican peon is to enable him to stay drunk four days in the week 
instead of only three. Social economics, as well as individualistic, must 
take these facts into account. 1 What if such " costs " are outlays only 
in the same sense that " capital " and " surplus " are liabilities in a 
business balance-sheet? Can we strike a proper balance without them ? 
Certain philosophers claim there is no absolute evil, only degrees of 
good — whatever the man with a toothache may imagine to the contrary. 
If that be true, then " opportunity- cost " is the only kind there is. 

But the reviewer must hasten over other matters which invite com- 
ment. The process of valuing future goods is suggestively handled , and 
the theory of credit and crises is treated at greater length than in the 
author's earlier books. He renews his plea for a restatement of the 
laws of "diminishing returns" and "increasing returns" in such 
terms as would serve to clear up ambiguities and rule out misconcep- 
tions of these doctrines. The phrase " proportion of factors " is pro- 
posed for the former ; and the latter is stated in terms of the size of 
industrial units. Anything that may help clear up the present loose 
treatment of these principles will be a boon to students and teachers. 
If one were searching for flaws in the author's very stimulating treat- 
ment, one might express a fear lest the reader get the idea at the start 
that there is, for every enterprise, one " best" combination of produc- 
tive forces, determined solely by the personal aptitudes of the employer. 
This might weaken the effect of the later statement that the " best " 
combination for any one employer varies with the varying supplies and 
prices of the different productive factors in the general market (pages 
423-427). 

If the foregoing analysis and comment give no clear picture of a 
constructive system of economic thought, the fault is the reviewer's, for 
merely emphasizing what seemed to him most striking. The con- 
structive doctrine appears less heretical than the groundwork might 
lead one to expect. Perhaps that is because the author ends by in- 
cluding as art or ethics much that he has rejected as science, and by 
recognizing the practical consequences of distinctions, to which his 

1,1 Economics of Enterprise," p. 62. This concept of cost is not fundamentally 
bound up with the individualist-entrepreneur analysis, as Professor Ilaney considers. 
His charge of circular reasoning seems to stand or fall with the other objections cno- 
sidered above. 
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definitions deny the seal of official recognition. 1 The closing chapters 
clearly enter into the field of social appraisal, going so far as to reach 
the conclusion that two-thirds of the private wealth of the country is 
unearned. The whole constitutes a most important addition to the 
valuable work Professor Davenport had already accomplished. 

The greatest significance of the author's work lies in his vigorous 
resistance to the optimistic social conclusions that are often prematurely 
drawn from the static hypothesis, and in his sturdy insistence on more 
study of individualistic facts as the necessary basis of thought and action 
that shall be truly and sanely social. Great strides have been made 
since the torpor of laissez /aire was dispelled, but vastly more remains 
to be done in building the economic theory of the future. " Static" 
economic theory has intentionally left out of account inconvenient dis- 
turbances and most of the forces of evil. The " dynamic " study of 
life as it is must put them in again. 

We are the interpreters of a business world whose official measure of 
efficiency is the dollar, to a humanitarian age which will never accept 
that measure — will never believe that the ' ' social marginal disutility " 
of the infant heir's abstinence is a hundred or a thousand times that of 
the coal-miner's toil. The typical economist of today is wedded to 
no panacea of reform , but neither is he a settled apologist of things as 
they are. And he cannot afford even the appearance of glossing over 
social deformities with the language of beneficent abstractions. 

Without committing himself to any controversial scheme of social or 
ethical values, the economist can do much to survey the ground the 
reformer must cultivate. In the following outline the reviewer seeks to 
indicate, in an incomplete way, the nature of some of these studies 
without which Professor Davenport's ideal cannot be fully attained , yet 
which seem to have no clearly recognized place in his system. 

To what extent are the following conditions found in business and to 
what extent are they lacking? 

i . Is every cash outlay of an entrepreneur charged to the particular 
service it goes into, and paid for separately and consciously by the 
buyer of that service? For example, does every woman who has a 
spcol of thread delivered at her home (a) pay the expense of delivery, 
and (b) know how much she is paying for delivery and how much for 
thread? The key to much waste lies here. 

2. Is every one who renders services able to charge a price for them? 

'For example, the distinction between land and capital is insistently denied, but 
the peculiar position of land-owners is recognized on page 216. 
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A competitive price? For example, can tenants get the benefit of 
improvements they have made , and does all " welfare work " in fac- 
tories find reflection in the reduced wage-cost of the product? 

3. To what extent are relative gains determined by inequality in 
opportunity for training? Does unequal access to credit or unequal 
command of collateral security have any effect on the selection of effi- 
ciency? 

4. Are the sacrifices caused by every gainful process paid for by the 
one who gets the gain ? Or can the tenant save money by wasting the 
fertility of the landlord's farm, and the man who lets negroes into his 
tenements be content with his few dollars profit and oblivious to the 
many dollars loss he has caused the adjoining property owners ? Can 
any part of the factory wages of married women be looked on as com- 
pensation for an increased infant death rate ? 

5. So far as these services and sacrifices are paid for, to what extent 
are the payments distorted by (a) inequalities of wealth, (b) faulty 
actuarial estimates of the future (for example, wages in dangerous 
trades), or by (c) ignorance of the true nature and effects of things 
(for example, the physiological effects of food preservatives)? We 
may even ask whether consumers make " choices " representing mere 
impulse and contrary to their own recognized scale of utilities or value. 
And if so, do other individuals make money by bringing about such 
false choices? 

6. And finally, drawing on the conclusions of ethics, we may perhaps 
go so far as to ask what economic difference it makes that men's scales 
of values are wrong or short-sighted? Or what are the economic 
results of different ethical standards? 

All these things, and more, economics must do, if it would live up 
to the demand which Professor Davenport makes of it, that it furnish 
the scientific basis for progressive social reform. These studies of the 
things single men value as individuals will make possible truer judg- 
ments of the things society values as a whole, to wit, the institutions 
which society chooses to uphold. On a foundation of such thorough- 
going individualistic analysis there may rise a science that will be 
soundly " social." 

J. Maurice Clark. 

Amherst College. 

1 Cf. A. C. Pigou's Wealth and Welfare, a most brilliant study in this field. 



